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in providing or promoting low- and
moderate-income housing in the Dis-
trict.

(b) Nominations and appointments.
Each Bank shall solicit nominations
for membership on the Advisory Coun-
cil from community and not-for-profit
organizations pursuant to a nomina-
tion process that is as broad and as
participatory as possible, allowing suf-
ficient time for responses. The Bank’s
board of directors shall appoint Advi-
sory Council members giving consider-
ation to the size of the Bank’s District
and the diversity of low- and moderate-
income housing needs and activities
within the District.

(c) Diversity of membership. In ap-
pointing the Advisory Council, a
Bank’s board of directors shall ensure
that the membership includes persons
drawn from a diverse range of organiza-
tions, provided that representatives of
no one group shall constitute an undue
proportion of the membership of the
Advisory Council.

(d) Terms of Advisory Council members.
The Bank’s board of directors shall ap-
point Advisory Council members to
serve for no more than three consecu-
tive terms of three years each, and
such terms shall be staggered to pro-
vide continuity in experience and serv-
ice to the Advisory Council.

(e) Election of officers. Each Advisory
Council may elect from among its
members a chairperson, a vice chair-
person, and any other officers the Advi-
sory Council deems appropriate.

(f) Duties.—(1) Meetings with the
Banks. Representatives of the board of
directors of the Bank shall meet with
the Advisory Council at least quarterly
to obtain the Advisory Council’s advice
on ways in which the Bank can better
carry out its housing finance and com-
munity investment mission, including,
but not limited to, advice on the low-
and moderate-income housing and
community investment programs and
needs in the Bank’s District, and on
the use of AHP subsidies, Bank ad-
vances, and other Bank credit products
for these purposes.

(2) Summary of AHP applications. The
Bank shall comply with requests from
the Advisory Council for summary in-
formation regarding AHP applications
from prior funding periods.

(3) Annual report to the Finance Board.
Each Advisory Council shall submit to
the Finance Board annually by March 1
its analysis of the low- and moderate-
income housing and community devel-
opment activity of the Bank by which
it is appointed.

(g) Expenses. The Bank shall pay Ad-
visory Council members travel ex-
penses, including transportation and
subsistence, for each day devoted to at-
tending meetings with representatives
of the board of directors of the Bank
and meetings requested by the Finance
Board.

§ 960.5 Minimum eligibility standards
for AHP projects.

(a) Homeownership set-aside programs.
A Bank’s homeownership set-aside pro-
grams must meet the following re-
quirements:

(1) Homeownership set-aside funds
must be provided to members pursuant
to allocation criteria established by
the Bank;

(2) Members must provide home-
ownership set-aside funds only to
households that:

(i) Are low-or moderate-income
households, as defined in § 960.1;

(ii) Complete a homebuyer or home-
owner counseling program provided by,
or based on one provided by, an organi-
zation recognized as experienced in
homebuyer or homeowner counseling,
respectively; and

(iii) Meet such other eligibility cri-
teria that may be established by the
Bank, such as a matching funds re-
quirement or criteria that give priority
for the purchase or rehabilitation of
housing in particular areas or as part
of a disaster relief effort;

(3) Members must provide home-
ownership set-aside funds to house-
holds as a grant, in an amount up to a
maximum of $10,000 per household, as
established by the Bank, which limit
shall apply to all households;

(4) Households must use homeowner-
ship set-aside funds to pay for down-
payment, closing cost, counseling, or
rehabilitation assistance in connection
with the household’s purchase or reha-
bilitation of an owner-occupied housing
unit, including a condominium or coop-
erative housing unit, to be used as the
household’s primary residence;
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(5) A housing unit purchased or reha-
bilitated using homeownership set-
aside funds must be subject to a reten-
tion agreement described in
§ 960.13(d)(1);

(6) If a member is providing mortgage
financing to a participating household,
the member must provide financial or
other incentives in connection with
such mortgage financing, and the rate
of interest, points, fees, and any other
charges by the member must not ex-
ceed a reasonable market rate of inter-
est, points, fees, and other charges for
a loan of similar maturity, terms, and
risk;

(7) Homeownership set-aside funds
may be used to pay for counseling costs
only where:

(i) Such costs are incurred in connec-
tion with counseling of homebuyers
who actually purchase an AHP-assisted
unit;

(ii) The cost of the counseling has
not been covered by another funding
source, including the member; and

(iii) The homeownership set-aside
funds are used to pay only for the
amount of such reasonable and cus-
tomary costs that exceeds the highest
amount the member has spent annu-
ally on homebuyer counseling costs
within the preceding three years; and

(8) Homeownership set-aside funds
must be drawn down and used by eligi-
ble households within the period of
time specified by the Bank in its AHP
implementation plan.

(b) Competitive application program.
Projects receiving AHP subsidies pur-
suant to a Bank’s competitive applica-
tion program must meet the eligibility
requirements of this paragraph (b).

(1) Owner-occupied or rental housing. A
project must be either an owner-occu-
pied project or a rental project, as de-
fined, respectively, in § 960.1.

(2) Project feasibility and need for sub-
sidy—(i) Sources and uses of funds. The
project’s estimated uses of funds must
equal its estimated sources of funds, as
reflected in the project’s development
budget. A project’s sources of funds
must include:

(A) Estimates of funds the project
sponsor intends to obtain from other
sources but which have not yet been
committed to the project; and

(B) Estimates of the market value of
in-kind donations and volunteer profes-
sional labor or services committed to
the project, but not the value of sweat-
equity.

(ii) Project costs—(A) In general.
Project costs, as reflected in the
project’s development budget, must be
reasonable and customary, in accord-
ance with the Bank’s project feasibility
guidelines, in light of:

(1) Industry standards for the loca-
tion of the project; and

(2) The long-term financial needs of
the project.

(B) Cost of property and services pro-
vided by a member. The purchase price
of property or services, as reflected in
the project’s development budget, sold
to the project by a member providing
AHP subsidy to the project, or, in the
case of property, upon which such
member holds a mortgage or lien, may
not exceed the market value of such
property or services as of the date the
purchase price for the property or serv-
ices was agreed upon. In the case of
real estate owned property sold to a
project by a member providing AHP
subsidy to a project, or property sold
to the project upon which the member
holds a mortgage or lien, the market
value of such property is deemed to be
the ‘‘as-is’’ or ‘‘as-rehabilitated’’ value
of the property, whichever is appro-
priate, as reflected in an independent
appraisal of the property performed
within six months prior to the date the
purchase price for the property was
agreed upon.

(iii) Operational feasibility and need for
subsidy. The project must be operation-
ally feasible, in accordance with the
Bank’s project feasibility guidelines,
based on relevant factors including,
but not limited to, applicable financial
ratios, geographic location of the
project, needs of tenants, and other
non-financial project characteristics.
The requested AHP subsidy must be
necessary for the financial feasibility
of the project, as currently structured,
and the rate of interest, points, fees,
and any other charges for all loans fi-
nancing the project must not exceed a
market rate of interest, points, fees,
and other charges for loans of similar
maturity, terms, and risk.

VerDate 12<MAR>98 11:51 Mar 19, 1998 Jkt 179042 PO 00000 Frm 00687 Fmt 8010 Sfmt 8010 Y:\SGML\179042.TXT 179042-3



692

12 CFR Ch. IX (1–1–98 Edition) § 960.6

(3) Timing of subsidy use. The AHP
subsidy must be likely to be drawn
down by the project or used by the
project to procure other financing com-
mitments within 12 months of the date
of approval of the application for sub-
sidy funding the project.

(4) Prepayment, cancellation, and proc-
essing fees. The project must not use
AHP subsidies to pay for:

(i) Prepayment fees imposed by a
Bank on a member for a subsidized ad-
vance that is prepaid, unless, subse-
quent to such prepayment, the project
will continue to comply with the terms
of the application for the subsidy, as
approved by the Bank, and the require-
ments of this part for the duration of
the original retention period, and any
unused subsidy is returned to the Bank
and made available for other AHP
projects;

(ii) Cancellation fees and penalties
imposed by a Bank on a member for a
subsidized advance commitment that is
canceled; or

(iii) Processing fees charged by mem-
bers for providing direct subsidies to a
project.

(5) Counseling costs. AHP subsidies
may be used to pay for counseling costs
only where:

(i) Such costs are incurred in connec-
tion with counseling of homebuyers
who actually purchase an AHP-assisted
unit; and

(ii) The cost of the counseling has
not been covered by another funding
source, including the member.

(6) Refinancing. If the project uses
AHP subsidies to refinance an existing
single-family or multifamily mortgage
loan, the equity proceeds of the refi-
nancing must be used only for the pur-
chase, construction, or rehabilitation
of housing units meeting the eligibility
requirements of this paragraph (b).

(7) Retention—(i) Owner-occupied
projects. The project’s AHP-assisted
units are or are committed to be sub-
ject to a retention agreement described
in § 960.13 (c)(4) or (d)(1).

(ii) Rental projects. AHP-assisted rent-
al projects are or are committed to be
subject to a retention agreement de-
scribed in § 960.13 (c)(5) or (d)(2).

(8) Project sponsor qualifications. A
project’s sponsor must be qualified and
able to perform its responsibilities as

committed to in the application for
subsidy funding the project.

(9) Fair housing. The project, as pro-
posed, must comply with any applica-
ble fair housing law requirements and
demonstrate how the project will be af-
firmatively marketed.

(10) District eligibility requirements. (i)
A project receiving AHP subsidies may
be required by a Bank to meet one or
more of the following additional eligi-
bility requirements adopted by a
Bank’s board of directors, after con-
sultation with its Advisory Council:

(A) A requirement that the amount
of subsidy requested for the project
does not exceed limits established by
the Bank as to the maximum amount
of AHP subsidy available per member
each year; or per member, per project,
or per project unit in a single funding
period;

(B) A requirement that the project is
located in the Bank’s District; or

(C) A requirement that the member
submitting the application has made
use of a credit product offered by the
Bank, other than AHP or CIP credit
products, within the previous 12
months.

(ii) District eligibility requirements
must apply equally to all members.

§ 960.6 Procedure for approval of ap-
plications for funding.

(a) Homeownership set-aside programs.
A Bank shall accept applications for
homeownership set-aside funds from
members and may, in its discretion, ac-
cept applications from institutions
with pending applications for member-
ship in the Bank. The Bank shall ap-
prove applications in accordance with
the Bank’s criteria governing the allo-
cation of funds.

(b) Competitive application program—
(1) Funding periods; amounts available. A
Bank shall accept applications for
funding under its competitive applica-
tion program from members and may,
in its discretion, accept applications
from institutions with pending applica-
tions for membership in the Bank. A
Bank may accept applications for fund-
ing during a specified number of fund-
ing periods each year, as determined by
the Bank. The amount of subsidies of-
fered in each funding period shall be
comparable.
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